G | nour
92 pp.

UNI TED STATES DEPARTMENT OF COMVERCE
THE MANUFACTURI NG COUNCI L
Washi ngt on, DC

Room 210

Canon House O fice Building

Washi ngt on, DC

Wednesday,
May 11, 2005

The neeting was convened, pursuant to notice,

at 10:18 a.m, MR DON WAl NV\RI GHT, Chai r man,

presi di ng.

APPEARANCES:

MR, DON WAl NVRI GHT
Wi nwri ght | ndustries

HONORABLE DONALD A. MANZULLO
U. S. House of Representatives
Chai rman, Committee on Small Busi ness

MR ALBERT A FRINK

Assi stant Secretary for Mnufacturing
and Servi ces

U. S. Department of Conmerce

MOFFI TT REPORTI NG ASSOC! ATES
(301) 390-5150




MR PH LLIP J. BOND

Under secretary of Comerce
for Technol ogy

U. S. Departnent of Conmerce

MR, MARKCS TAMBAKERAS
Kennanet al , | nc.

MR, M CHAEL NOWAK
Coati ng Excel l ence International

MR FRED KELLER
Cascade Engi neering, |nc.

M5. KAREN WRI GHT
Ari el Corporation

MR JAMES McGREGCOR
Mor gan Machi ne Tool

MR D. HARDI NG STONE
R L. Stowe MIls, Inc.

ALSO PRESENT:

HONORABLE ROBI N HAYES
U. S. House of Representatives

HONORABLE MARK GREEN
U. S. House of Representatives

HONORABLE SUE MYNRI CK
U. S. House of Representatives

HONORABLE M KE TURNER
U. S. House of Representatives

MR FRANK BARGO
MR STEVE LEW S

MOFFI TT REPORTI NG ASSOC! ATES
(301) 390-5150




I NDEX

AGENDA | TEM

MEETI NG CALLED TO ORDER AND VEELCOM NG REMARKS
By Chairman WAi nwri ght .

REMARKS
By Honorable Al bert A Frink

CONGRESSI ONAL REMARKS
By Honorabl e Donald A Manzullo .

REMARKS
By Honorable Phillip Bond .

SUBCOVM TTEE REPORTS

SUBCOW TTEE ON THE U. S. WORKFORCE
By M. Fred Keller .

SUBCOWM TTEE ON U. S. COVPETI Tl VENESS
By M. M chael Nowak .

SUBCOVM TTEE ON ADVOCACY AND | NTERNATI ONAL
TRADE

By M. Markos Tambaker as

GENERAL DI SCUSSI ON

PUBLI C COMVENTS .

MOFFI TT REPORTI NG ASSOC! ATES
(301) 390-5150

PAGE

16

29

41

55

72

78
88




© o0 N oo o b~ w N P

N N NN NN P R R R R R R R R e
g A W N P O © ®® ~N o o A W N PP O

PROCEEDI NGS

VEETI NG CALLED TO ORDER AND WELCOM NG REMARKS

By Chai rman Wi nwri ght

CHAI RMAN WAl NWRI GHT:  Ladi es and gentl enen,
could we take our seats and start the neeting?

I would call this neeting to order of the
Manuf acturing Council. | want to thank everybody for
coning, and |ook forward to comments fromboth the
council and the public. As you know, this is a public
hearing. | want to wel come you to Washi ngton, DC

I want to, first, thank Congressman Manzul | o,
who is not here at this time but is certainly on his
way, for hosting this council neeting on Capitol Hll.

I would also Iike to thank all of the menbers
of the public for attending, and various manufacturing
associ ati ons and conpanies for joining us at the
council today for this neeting.

Later in the neeting you will have a chance,
of course, as the public are invited guests, to make
comments, since this is a public neeting.

Before we begin, I'd like to nention that
Scott Fisk, one of our nenbers on the council, has
resigned. He sold his conpany recently and feels that,
since he's not running a manufacturing conpany, that

he'd like to step down. We want to thank himfor his
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work and his dedication to the council and what he's
done for us. So, Scott, good w shes to you and your, |
guess, retirement. Thank you for the work you' ve done
for us.

In February, we held a neeting at the Rouge
plant in Detroit. Ford hosted that. W were joined by
Congressman Thaddeus McCotter; we had Enmily Derocco,

t he Assistant Secretary of Labor for Enployment and
Trai ni ng; John Engler, the president of NAM was present
al so, with Dr. Thomas Dusterburg, who is president and
chi ef executive officer of the MAPI, or Manufacturing
Institute Alliance; Dan Danner, senior vice president
and CEO of the National Association of |Independent

Busi ness, NAIB, was also present for that neeting. W
had a great discussion and dial ogue, not only with
council menbers, but with the public. Fromeach of our
invited guests, we |learned a lot.

Many of the issues the council deals wth, of
course, have legislative aspects to them W have been
able to tell the Secretary exactly how manufacturing
feels and sone of the problens that nanufacturing is
facing, not only fromthe standpoint of the council
but fromall of our associates in the United States in
t he manufacturing busi ness.

Wil e the council advises the Secretary on
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6
these things, we are having a neeting today and we will
be able to hear from Congress, and they'll be able to
hear fromthe manufacturing sector. So, this is very
i nportant that we are | ocated here in Washington, DC
today for this nmeeting, and we | ook forward to this.

W now have our representative, Secretary of
Conmmer ce for Manufacturing and Analysis, M. Al Frink,
who is our czar for manufacturing and represents
manuf acturing, and has an office in the Conmmrerce
Depart ment.

It is great to have you here, Al. W would

like to hear fromyou now, if we could. Thank you.
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REMARKS
By Honorable Albert A Frink

MR, FRINK: Sure. Thank you very much, Don
| would like to, first, recognize that Congressman Sue
Mynrick is here, and thank you for taking the time to
be with us. W are very pleased to have you

On behalf of Secretary Guttierrez, | would
like to welcome all of the council nenbers here to
Washington. |'d like to thank this opportunity to
t hank Chai rman Manzull o, who is not here but we hope to
see later, for arranging this neeting today. He is a
passi onat e supporter of manufacturing. | just want to
tell you how much | love this man.

CHAI RMAN WAl NWRI GHT:  Congressman, thank you
for comng. Now, renmenber, is it Mssouri, M ssoura,
or Manzu?

CONGRESSMAN MANZULLG:  Try Illinois

CHAI RVMAN WAI NWRI GHT:  Try the Marquette
Warriors.

CONGRESSMAN MANZULLGO:  No, no

CHAI RMAN WAI NWRI GHT:  You guys did a great job
this year.

CONGRESSMAN MANZULLG:  The Eagl es is what
they're politically known as right now.

MR FRINK: Well, as | was saying --
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CHAI RVAN WAl NVRI GHT:  Excuse me, M.
Secretary.

MR FRINK: That's quite all right.

He is a passionate supporter of manufacturing.
I've seen that firsthand. 1'd like to also say a few
qui ck words about Scott Fisk, who as Don nentioned, has
resi gned fromthe council

On behalf of Secretary Quttierrez, | want to
thank Scott for his splendid service. He never nmnissed
a neeting. He has been a great representative of the
plastic industry, as well as the manufacturers in
M nnesota. He will be greatly m ssed

I was going to try to do sonething special for
himto recognize himas being a charter nenber of this
first council group, and we'll do that, noving forward.

As the President knows, the true power of
manufacturing lies in nmen and women who work in the
factories across this great country, producing goods we
use every day. It has now been a year since this
council was established, and manufacturing truly has a
per manent seat at the policy table. Secretary
Guttierrez and nyself agree, the council represents an
i nval uabl e resource and we truly value its advice.

Council menbership is diverse, by industry

sector and by business size, as it was designed to be.
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9
The adm nistrati on has benefitted fromreceiving advice
fromthis council, fromlarge, medium and snall
manufacturers in industries ranging fromtextiles to
precious netals, and we have themrepresented here
t oday.

As a result, we are beginning to address the
i ssues of manufacturing in a very conprehensi ve manner
For exanple, in the last year we have addressed the
i ssues of tort reform health care, and nmarket access.

Let ne tell you a little bit about what the
council is working on. During the last neeting in
February, we heard fromthe industry associations, as
Don nmentioned, as well as Assistant Secretary Emly
Derocco from Department of Labor

W received their account of what their
menbers and constituents feel are the issues of the
manuf acturing conmmunity and what we shoul d be focusing
on. The Subcommittee on U.S. Wrkforce continues to
work with Enily Derocco on the issues of education, a
very passionate focus of all of us.

As | say time and tine again fromnmny travels
around the country, | see "Help Wanted" signs
everywhere | go. But, sadly, we lack a skilled
wor kf orce that neets the needs of the 21st century.

So, we are going to work to try to fix that.

MOFFI TT REPORTI NG ASSOC! ATES
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10

On the subject of innovation, JimPadilla,
presi dent of Ford Mtor Conpany and a nenber of the
council, and John Engl er, president of the National
Associ ation of Manufacturers, both have enphasi zed the
i nportance of innovation.

As a result, the Subconmittees on U S
Conpetitiveness have taken the issue of innovation and,
as | have heard Secretary GQuttierrez enphasize on
nuner ous occasi ons, we need an environnent that
encour ages innovation and pronotes risk-taking. It is
a definite private sector viewpoint.

W thout such an environment, the United States
will not continue to be the greatest econony and power
inthe world. To nmaintain that position, we nust
pronmote innovation in all areas of our society. It
requires conpanies to take risks in research and
devel opnent. Conpani es nust be able to afford the cost
of research and devel opnent wi thout having to worry
about health care and frivolous | awsuits.

We nmust also maintain the level playing field
for U S. manufacturing, which is why CAFTA-DR is
critical, and we all support that. Eighty percent of
the exports fromthe CAFTA region enter the United
States duty-free.

U. S. manufacturers do not currently share in

MOFFI TT REPORTI NG ASSOC! ATES
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11
t hese benefits, but they will under CAFTA. Wth this
agreement, all remaining tariffs will be phased out
over 10 years. CAFTAfinally levels the playing field
for manufacturers in these countries.

Al'l these issues, as | nmentioned, nake it
possi bl e for Anmerican goods and services to conpete
around the world. | would even take it a step further
and say that we not only conpete, we win in the
i nternational marketplace, and that is what we are
tasked to do.

Moving forward in the future requires that we
do all we can to preserve the opportunities for
American small business owners and entrepreneurs. To
achieve this, we nust--nust--open narkets for U S.
goods and services with our neighbors and around the
wor | d.

Turning a little bit to the state of the
econorny, there is a lot of good news. The
manuf act uring sector has rebounded froma | ong
downturn. We have had 23 nonths of solid expansion
It is the longest period of growh in 16 years.
Productivity is up 2.6 percent in the first three
nonths of this year, and has shown the fastest four-
year growth over the |last 50 years.

Last Friday, we heard an excellent jobs report
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12
that highlights the strength of the econony. Last
nont h, enpl oyers added 274,000 jobs, and | believe the
previous two nonths had revised nunbers that added
cl ose to anot her 50, 000

In total, we have added nore than 3.5 mllion
new j obs since May of 2003, and we have had 23 straight
nonths of solid job growh. That is nore than Canada,
France, Germany, Great Britain, and Japan conbi ned.

There are nore Anericans working today than at
any time in history, and the U S. econony is the
fastest-growi ng industrialized econony in the world.
But, while the econony is |ooking good, if one person
is out of a job, we believe we have a lot nore work to
do.

On the interview front, |ast nonth President
Bush, our president, outlined a broad vision to nove
America toward a greater energy independence. Al so,
Congress recently passed a budget that protects
America, pronotes economc growh, and keeps the United
States on track to cut the deficit by 2009. So, there
is alot of good news coning fromthe manufacturing
front.

Regardi ng the recommendati ons that we are
tasked to acconplish--part of ny job--we continue to

pursue fulfilling the reconmendations fromthe
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13
Manuf act uring America report.

We recently appointed Jack McDougal. He
joined the Manufacturing Services as our Deputy
Assi stant Secretary for Industry Analysis. There he
is. So, Jack is our new key individual to the efforts
of Manufacturing Services and | ndustry Anal ysis.

As Deputy Assistant Secretary, Jack wll
assess the cost conpetitiveness of Anerican industry
and eval uate the inpact of domestic and internationa
econom ¢ policy on U.S. conpetitiveness in the
manuf acturing sector. It is a big job, but Jack is
definitely key to do that.

I npl emrenting the report's recomendati ons
requires efforts from many agencies, and for that
reason we are devel oping an inter-agency working group
on manuf acturing, which Secretary GQuttierrez has
appointed ne as the chair.

This group, which is going to be very
val uable, will be conprised of officials from 16
agenci es and be responsible for helping to facilitate
the inpl enentati on of the manufacturing reconmendati ons
within the government. They will also help create the
initiatives of President Bush's econonm c agenda as it
noves forward.

This group will also give greater strength
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t hrough the manufacturing sector within our government,
and | look forward to being a part of it. This is one
of the key new devel opnents within MAS

So in closing, | amjust going to say,
clearly, the Manufacturing Council comes to Washi ngton
today. They come to a very friendly territory, right?

CONGRESSMAN MANZULLO:  Yes.

MR FRINK: The President, this
admi ni stration, and Congress are working for
manuf acturers, and the manufacturers will continue to
work for you. Manufacturing will continue to be the
driving force of the U S. econony and the preem nent
destination for investment throughout the world.

| thank you.

CHAI RVAN WAl NWRI GHT: M. Secretary, thank you
very much. Good report. W appreciate that.

Now | would like to introduce a congressman
that, you think he's from Montana because it's
Manzul | o, not Mbnzul a.

CONGRESSMAN MANZULLGO:  1t's Mazul a.

CHAI RVAN VWAl NVRI GHT:  Mazul a.

CONGRESSVAN MANZULLO:  Mazul a, Mont ana.

CHAI RVAN WAl NWRI GHT: But he's actually from
the 16th District of Illinois.

CONGRESSVMAN MANZULLG: 111 noi s.
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CHAI RVAN VWAl NVRI GHT:  And he i s Chairman of
the House Conmmittee on Small Business and serves as
Chai rman of the Congressional Mnufacturing Caucus,
also. It is an honor and a privilege to introduce
Congressman Manzullo to you.

Congr essman, thank you.

MOFFI TT REPORTI NG ASSOC! ATES
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16
CONGRESSI ONAL  REMARKS

By Honorabl e Donald A Manzullo

CONGRESSMAN MANZULLG: Wl |, thank you very
much. It's a pleasure to be here.

CHAI RVAN WAl NVRI GHT:  You're at a | oss for
words, there.

CONGRESSMAN MANZULLO:  Well, it really is. |
want to try to give a perspective from nenbers of
Congress, and also frommy congressional district, from
somebody who's visited hundreds of facilities around
the world, and probably the only nenber of Congress
that's ever gone to warehousing school to study the
extraction of raw materials to the manufacturing
facility, and then the flow of the finished product
into the hands of the consumer. That may seem boring,
but when you | ook at the inportance of |ogistics today,
it's extrenely inportant.

W' ve been doing several things. Qur Snal
Busi ness Committee has held over 60 hearings involving
manuf acturing. Wen you | ook at the other conmittees
that we have here on the Hill, | think they have had a
total of two. |In fact, we even held hearings on the
di fferences between sectoral productivity and nmulti-
factor productivity.

It may seem arcane, but it's extrenely

MOFFI TT REPORTI NG ASSOC! ATES
(301) 390-5150




© o0 N oo o b~ w N P

N N NN NN R R R R R R R R R e
g A W N P O © O ~N o o » W N PP O

17
i mportant because the latter has to do with the extent
to which foreign parts have been incorporated into the
assenbly process. So you could increase productivity
by putting in cheap Chinese parts, but what do you
have?

That does not fulfill the classic economc
nodel s, that the nore productivity you have, the nore
jobs you will add. That is called multi-sector
productivity. That |ags about four to five years
behi nd. Sectoral productivity sinply says we could
produce the sanme thing with X many | ess man hours. W
are tal ki ng about grease.

We're not tal king about figures, we're not
tal ki ng about statistics. W're talking about real,
live human bei ngs, people that get up at 5:00 in the
norni ng, pack their lunches, go off to work, and have
to sit there at a machine, trying to figure out howto
make that thing work better.

In the classic sense, that's what we know as
productivity. But | would not be thrilled with the
statistics that talk about, we're increasing our
productivity, unless we truly understand that if it's
the result of |ean manufacturing, just-in-tinme, people
becom ng 9000-9002 certified, and in our district, AS-

9100 certified, so they could conpete in the aerospace
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i ndustries, then you have an opportunity to see that
t he manufacturing sector has some viability to it.

VWhat the Secretary didn't say, was that we
| ost 16,000 manufacturing jobs in the last nonth,
nostly in the textile industry and in the furniture
i ndustry. The Chinese now domi nate the furniture
makers in this country. They are probably now at ab
60 to 65 percent of all of the case goods of furnitu

When you | ose your furniture manufacturing,
you | ose the guys that nmake the machi ne tools, such
Bl ack Manufacturers in Madota, Illinois who nmake the
machines for it. So the nore we lose a share in
di fferent sectors, the thing backs up like a sewer.
What is bothering me, is the fact that | do not thin
things are as rosy out there in manufacturing as the
i ndi cators show. The reason for that, is that the
orders are not |ong-term

The President erred horribly with playing

politics on steel, especially stainless steel, which

18
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still has a tariff onit. Hot-rolled steel still has a

tariff onit. It really did a trenmendous anount of
harmto ny manufacturers, who are heavily into too
die and in the fastener industry.

So, you try to look at, are things better t

they were a year ago in manufacturing? Absolutely.
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Qur orders are up tremendously. Wat's going on in
nm ni ng because of the demand for energy? Caterpillar
is going wild. They cannot get enough people to make
stuff for them Doug Kett has a $150,000 nillion
presence in ny congressional district through the subs
and the sub-subs there.

I just saw in the paper, now there's a big
problemtrying to get tires big enough to put on the
bi g machines that are used to haul the coal that's been
extracted fromthe m nes.

The other thing | wanted to tal k about, is the
i nter-agency workforce that has been set up. | think
this is extrenely significant, and let nme give you a
good exanple of it.

I was at the Cast Expo in St. Louis, the
foundrymen and the tool and die people put that on, 900
boot hs, 9,000 people showed up. That was a week that |
spent there. | was with the heat treaters in Tucson
and with the dimnishing supply fol ks from DoD and
Nashville. It was a |ong week, but | spent it on
manuf act uri ng.

And one of the things that Phil Bond's group
is trying to do, is to have a definitive place where
you can find out exactly who's doing what in research

and devel opnent in this country. W don't have that
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now.

I hel ped set up back hone what's called the
Eiger Lab. [It's a consortiumof three universities
wi th process and research engineers, along with Ange
Capital, so you can take sonebody with an idea right
t hrough commercialization. W are specializing there
in sonething that's called mcro-manufacturing.

For exanple, here is a beautiful spur gear
that's mlled with a carbide tip on a spindle, on
essentially a dental drill, going about 120,000 rpns.

It doesn't need to have any cl eaning up at the end of

it. It's less than the size of Lincoln's nose on this
penny.

At one time, to do sonmething like that -- or
you could take a 1 nillineter piece of alum numlike

this, take a CAD-CAM take a picture of a frag, and
then relief, actually mlIl this process. Once we could
only do it with an EDM a w re nachi ne.

Well, | found out in St. Louis that Honeywel |
and Kansas City have sonething called a list, or a
birth technol ogy that's been borrowed fromthe Gernans,
whereby they're doing the very sanme thing on these
gears.

Now, this is a spur gear. You could probably

do a helio gear on it, or even a worm gear, because the
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precision on it is so exact. Now, how did | know that
sonmebody el se was getting DoD funds and doi ng the very
same thing, but with a different process, hopefully for
a different application?

It's because | live at those shows. To ne,
going to a machine tool showis like a kid with new
toys. It's to see the genius of the people that are
i nvolved in plastics, and conposites, and netal, and
stuff like that.

VWhat | see taking place now, is when you | ook
at the matrix that's set up with the four areas:
Committee on Environnent and Natural Resources;
Conmittee on Science; Committee on Technol ogy;
Conmittee on Honel and and National Security. Under
manuf acturing research and devel opnent, it doesn't make
sense to duplicate R&D across the country.

I'"ve read this report on conpetitiveness, and

| appreciate it. But don't cone to Washi ngton asking

for nore noney. It's not here. GCkay? | met with Jim
Padilla. It's not here, you guys. There is no nore
noney to give you. Okay? |'mjust telling you that
right now | take as nuch as | can and | shove it in

nmy district. That's part of being a representative
But the goal in here, and as | read this on

here, conpetitiveness, and | told ny aide today, |
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said, look, don't conme up with an action point being,
aski ng Congress for nore research and devel opnment
noney. It's not here. This is the answer. It's this,
the inter-agency working group, that will definitely
tell you who's working on what and using what process.

The last thing | want to talk about -- well, |
just want to be brutally up front, especially with the
nmul ti-national corporations. Here it is: you cannot
set up overseas operations for research and devel opnent
on one hand, and then conplain on the other hand about
a lack of people going into engineering in this
country.

I will tell you what the guys are telling
their kids: the jobs are going to India, China and
Pol and, so why shoul d you go into engineering? | nean,
| hear it all the time. Al the tine. | know they're
setting up product, R&D centers, in Singapore.

Then sitting down with nme and saying,
Congressman, we need nore noney for research and
devel opnent, aaah! And the reason it's the wong
nessage, is that you have nade a commitnent at that
point to ship R&D overseas. This nation has already
lost its technological edge. |It's gone. |It's gone.

If you l ook at the great nachine tool

conpanies in this country, you' ve got one nmachi ne tool
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conpany left, and that's Hauss out in California.
Nati onal Tooling in Chio went into Chapter 11. The
Pent agon didn't know about it. It's the last conpany
in the country that makes a col d-form ng machi ne.
That's inportant, because that machi ne makes bull ets.
So, we had nobody left in this country that was making
t hose machine tools. It was gone

That brings ne to the next point. That is,
the Pentagon is doing everything it can to send as nuch
manuf acturing and shifting R&D overseas as possible.
Now, you are probably all familiar with the so-called
Buy Anerican Act.

People say, we're in total conpliance with the
Buy Anerican Act. Do you know what that means? You
could be in total conpliance with the Buy American Act
and have zero percent Anerican quantity product in it.
Zero percent.

If you look at the Lockheed Martin helicopter
agreement, where the Pentagon thinks nothing of
entering into an agreenment w th Augusta-Wstl and, which
is 32 percent owned by the Italian governnment, they
control the board of directors, it's a socialist
conpany, they're expected to go head-to-head with
United Technologies in this country, which is run on a

free market basis.
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But | just want to share all these things with
you because things are not going that well in Congress
with regard to what we see in the |oss of our jobs.

CHAI RVAN WAl NWRI GHT: M. Congressman, thank
you very much. | see you haven't slowed down any up
here. You're doing your job.

CONGRESSMAN MANZULLGO: | had sone nore toys to
share with you, but that will be enough for now.

CHAI RVAN WAl NWRI GHT: Wl |, we appreciate it.
Thank you for your remarks. Thank you for hosting
this. W always know that you're the watchdog up here
for manufacturing, and we appreciate everything you do.

Are there any questions from anybody on the
council for the Congressman?

(No response)

CHAI RMAN WAl NWRI GHT:  Surely that was enough

to provoke anybody on this council. Please. Markos?
Yes?

MR, TAMBAKERAS: |'m hopi ng the Congressman
will be here for our discussion |ater, because a |l ot of

t hose products that you just brought out in your packet
is what we do.

CONGRESSMAN MANZULLO:  Ri ght

MR TAMBAKERAS: And we are the | ast

nmet al wor ki ng maj or conpany left in this country.
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CONGRESSVMAN MANZULLO:  You were down at the
Cast Expo in St. Louis.

MR, TAMBAKERAS: Yes. Right. Absolutely.

CONGRESSMAN MANZULLO:  Right. Right

MR, TAMBAKERAS: And there is a significant
i ssue--we' || be tal ki ng about and el aborating shortly--
about tungsten in China.

CONGRESSVMAN MANZULLG:  Ckay.

MR TAMBAKERAS: W have seen a five-fold
i ncrease of the price of tungsten in six weeks. Eighty
percent of it comes from China. That goes in every
tool and is used in every machine that is machining
anything in this country.

CONGRESSMAN MANZULLG:  Well, we got into that
with titanium W had to get all of the Pentagon
because they were servicing it from Washi ngton and
Trane, and the three titani um manufacturers were goi ng
nuts.

Al so, we helped file a Short Supply Petition
on behal f of the brass people when we thought the
Chi nese were gobbling up the copper scrap narket. The
day we filed the petition, the Chinese backed off on
it. But I'd be glad to talk to you about this issue.

CHAI RVAN WAl NWRI GHT:  Wel |, the one thing

about this, is this affects all those materi al s.
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CONGRESSMAN MANZULLG:  That's right.

CHAI RVAN WAI NVRI GHT:  Because this materi al
goes into the cutting tools that machi ne those
materi al s.

MR, TAMBAKERAS: Every machini ng operation
uses them

CONGRESSMAN MANZULLG:  What' s i nportant about
it is, under the Brady Act, which the Defense
Department has to conply with--1"ve just got to show
you this--unless sone jerk over these decided to have
615, 000 Anerican-nmade berets, berets nmade in China.

There were 614,999 of these that are rotting
in a warehouse in Mechani csburg, Pennsylvania, and |'ve
got the other one here. But what had happened was,
they signed this Brady waiver. Tungsten is a precious
nmetal. Under the |aw, any order by the Pentagon nust
have U S. tungsten in it. You can't inport it. But
I'd be glad to talk to you about that.

MR TAMBAKERAS: We have a solution here
because we have stockpiles that we can access that can
stabilize the market quickly.

CONGRESSMAN MANZULLO:  Good.  Good.

MR TAMBAKERAS: But we need sone action,
which we will be tal king about |ater.

CONGRESSMAN MANZULLG:  CGood.
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CHAI RMAN WAl NWRI GHT:  So, thank you very nuch

Go ahead.

MR STOWE: Just in terms of nentalities at
t he Departnment of Defense, what is the rationale for --

CONGRESSMAN MANZULLG:  They call it best
value. |It's garbage. | talked to the general that
canme up with that term "best value." Wat they have
done, they have effectively skirted around the Buy
Ameri can Act, because that says it's got to be 51
percent American content, and then the DoD signed MOUs
with 26 countries that said, if we buy fromyou, it's
t he American equival ent.

So ,you could have 100 percent German parts in
there and fulfill the Buy American Act. The Pent agon
did that purposely, not just because of shortages, but
because of the commercialization going on and you want
to use conmercialized products as nuch as possible in a
def ense posture. That's okay, but you can't keep on
avoiding the laws. That's what hurts a |l ot of us, such
as our printed circuit board people that have been
wi ped out.

CHAI RMAN WAl NWRI GHT:  Thank you, M.

Congr essman.
I would |ike to now introduce Phil Bond, Under

Secretary of Conmerce for Technol ogy. Under Secretary

MOFFI TT REPORTI NG ASSOC! ATES
(301) 390-5150




© o0 N oo o b~ w N P

N N NN NN R R R R R R R R R e
g A W N P O © O ~N o o » W N PP O

28
Bond serves as the principal advisor to Secretary
Guttierrez on science and technol ogy policy.

Technol ogy administration seeks to nmaxim ze
technol ogy's contribution to Anerica's econonic growh
In this context, M. Bond's primary responsibility is
serve policy devel opment and direction anong the Ofice
of Technol ogy and Policy, the National Institute of
St andards and Technol ogy, and the National Technica
I nformati on Servi ces.

Congr essman Bond, thank you very nuch for
giving us your tine.

MR FRINK: Before Phil starts, | would like
to have the council recogni ze and thank Congressman
Mark Green of Wsconsin for being here. W thank you

very much for attending this council neeting.

MOFFI TT REPORTI NG ASSOC! ATES
(301) 390-5150




© o0 N oo o b~ w N P

N N NN NN P R R R R R R R R e
g A W N P O © ®® ~N o o A W N PP O

29
REMARKS
By Honorable Phillip Bond

MR, BOND: Thank you, M. Secretary, thank
you, M. Chairman, thank you, M. Chairman. | drew the
short straw and had to foll ow Don Manzul | o.

CONGRESSMAN MANZULLG: | tried to get you
ahead, but | don't know what happened

MR BOND: Yes. | appreciate it. 1 was
tenpted to say that Chairnan Manzullo read that thing
about out inter-agency group just the way | wote it,
but anybody who knows Don Manzul | o knows you don't put
words in his mouth. So, | appreciate himdraw ng
attention to that.

I"d like to wal k you through a little bit this
effort on an inter-agency basis to | ook at
manuf acturing R&D. Just as Al Frink personifies the
conmitrment to manufacturing in the near and m ddl e
terms, this inter-agency group really personifies the
| onger term commitnent of the adm nistration

(Showi ng of slides)

MR BOND: | want to wal k you through some of
our work there, which takes place--and you've got hard
copies for the council nenbers--under the aegis of the
Nati onal Sci ence and Technol ogy Council. Wat is that?

"1l cover that a little bit later, but it's really
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just the coordinating body within the Wite House where
we can bring together the work going on on an inter-
agency basi s.

(Changi ng of slides)

MR BOND: This, of course, was one of the
action itens called for in the Manufacturing Anerica
report to put together an inter-agency effort to | ook
at the longer term So you see in the bullets there
that it does serve as a forumto address nmanufacturing
R&D policy, prograns, and budget gui dance.

It pronotes exchange in the | everage of
information. This is what Chairnman Manzull o was
referring to, trying to break down those infanous silos
and share what's goi ng on.

Everybody pursues their budgets individually,
and sonetines we don't share the information and what's
going on in the different labs. W're trying to end
t hat .

There was a sinmilar effort that many fol ks in
this room know about called GATE-M the Gover nment
Agenci es Technol ogy Exchange and Manufacturing Effort.
This builds rather dramatically on that by
i ncorporating many nore nenbers. In fact, the next
slide shows you the participating agencies.

Real |y, across the board there you see the
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various agencies, including the SBA, which is
i nportant, as we'll talk about later, but also the
White House O fice of Managenent and Budget, so that
they're fully aware of what we're doing, and the Ofice
of Sci ence and Technol ogy Poli cy.

(Changi ng of slides)

MR BOND: W have a fornal charter and we

have t hese functions which, again, are to

* Pronmot e communi cati on

* To facilitate these prograns
* To expedite manufacturing R&D
* To report to the Conmittee on

Technol ogy, which is part of this
Sci ence and Technol ogy Counci

* And do as the DOC Manufacturing Report
said, to have interface here as one of
our private sector inputs to nmake sure
that what we do on the Federal side is
rel evant not only to the Federal
agenci es and their mssions, but
rel evant to where the private sector
sees the future of manufacturing.

(Changi ng of slides)

MR BOND: So, we do have, as the next slide

shows, sone private sector interface through the
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President's Council of Advisors on Science and
Technol ogy. W are allowed to interact and receive ad
hoc advice fromvarious private sector groups, and we
will talk about that a little bit nore as we nove ahead
to the next slide, please

(Changi ng of slides)

MR, BOND: We have been neeting now for about
a year on a nonthly basis. Qur main focus, first, was
to establish some technical priorities, to define the
chal | enges, and especially the gaps, as we conpared
not es anong the Federal agencies, and to then propose
sol uti ons.

We have heard fromthe private sector and from
key public sector players the Next Generation
Manuf act uring Technology Initiative is a consortium of
sone of the associations who are active in next
generation manufacturi ng.

The Partnership for 21st Century Skills is
really getting to the education needs for a 21st
century manufacturing base.

NI ST's MEP program That is a part of the
bureau | oversee at Commerce, so we are fully plugged
in and integrated there. The same goes for N ST
Manuf act uri ng Engi neering Lab, where sone of the

cutting edge work i s going on and the new machi ni ng
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systens and intelligence systens.

DoD, of course, is a key player, naking sure
we keep a manufacturing base and supply chains
avail able for their needs; as much donestic as
possi bl e, Chai rman Manzul | o.

From OSTP on the hydrogen and fuel cell, and
from SBA, because they are the adm nistrator of $2
billion of Federal research through the SBIR and STTR
prograns.

This has resulted in some significant cross-
agency comuni cation, in exchange, driving to that goa
that Chairman Manzull o tal ked about, to really be able
to get our arnms around what everyone is doing in one
pl ace, and spend that one dollar as w sely as we can.

We did have a public forum the last bullet
there, in March to receive sone feedback from NAM and
NFI B, and many of the other players in the public
square fromthe private sector on this. | can tell you
that the feedback we received there was generally quite
positive and supportive of our identified priorities.

(Changi ng of slides)

MR BOND: What we want to do here, as we do
in many of the inter-agency efforts through the N ST,
is end up with a report fromthe President's Science

Advi sor that captures the input, the priorities, and

MOFFI TT REPORTI NG ASSOC! ATES
(301) 390-5150




© o0 N oo o b~ w N P

N N NN NN R R R R R R R R R e
g A W N P O © O ~N o o » W N PP O

34
the gaps, and so forth and put that out in the public
square. Then that translates into guidance for the
agenci es as they prepare their future budgets. So, we
are trying to drive sonme prioritization

(Changi ng of slides)

MR. BOND: These are the three technical areas
we identified as gaps and sonme commpn areas we need to
nove in for the missions of the agencies, and received
positive input on the nission of the private sector:
intelligent and integrated manufacturing systens.

| magi ne what a conpetitive advantage it woul d
be if our machinery not only was working at the micro
or nano scal e that Chairman Manzul | o tal ked about, but
if it was self-healing and intelligent; if each piece
of machinery and each step of the nmanufacturing process
was intelligent and wired to the rest of the supply
chain, so that if there was a breakdown sonewhere in
the supply chain, all of the relevant players and
machi nery for those players in the supply chain knew it
and coul d make necessary adjustnents. That's the kind
of intelligent and integrated systemthat we want to
drive toward for our national security needs, honel and
security needs. |If you have a surge, you want
intelligent machi nes di spersed around the country to be

abl e to understand the need and act efficiently and
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qui ckly. Think what that would nmean to all machine
t ool s.

Manuf acturing for the hydrogen econony. O
course, we have a huge national initiative for the
hydr ogen econony. What we are trying to do, is dive
deeper on what that neans for manufacturing down the
supply chains across the country, not just at the proof
of concept, but noving then into what it neans
t hr oughout the supply chain: autos, but also for
di stributed systens, back-up systens. Nationa
security and homel and security again enter the equation
t here.

Then nano nmanufacturing. This is going to
mean not only ultimately conpletely new ways to
engi neer and manufacture, but it's going to nean new
capabilities. Think of tools, think of metals with new
properties, being able to engineer fromthe bottom up.
So there, too, a national initiative is in place.

But we want to go beyond proof of concept
into, what are the real needs that you find at the
grassroots? Wat are people identifying as places that
we need sonme nore research and devel opnent, enable to
hand it off to the private sector and |l et you create
val ue, jobs and wealth.

(Changi ng of slides)
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MR. BOND: There is one other area that | want
you to know about beyond the technical priorities that
we have organi zed ourselves around, and that is
following up on the President's executive order to
encourage R&D in the SBIR program Again, that's about
a $2 billion conmmtnent for snaller, higher risk,
i nnovative research prograns around the country in the
private sector.

VWhat we're trying to do, is nmake sure that we
have a taxonony for all Federal agencies to use and
| ook at that can dive into the SBIR grant program and
understand what R& is going on right now that they
nm ght find rel evant.

That means finding all of the ternms that are
i nportant to manufacturers and maki ng them sear chabl e.
Those terns are changing. | don't have to tell this
council that those ternms are changi ng.

So you might sinply look up sonmething |ike
manuf acturing and it would not show up in the R&D
proposal, that particular word, so you' ve got to go to
the next |evel.

VWhat are sonme of those words that might pop
up? Maybe you'd see a radio frequency identification
R&D, so you want to search for RFID, or nano scale, or

pi co scale, or whatever the next generation of
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capabilities are going to be.

So, we are going to prepare that for al
agencies. It would be a desk-top item for Federa
agencies to be able to quickly search and find out what
research i s going on

Agai n, getting back to Chairnman Manzull o's
point, we have to spend the available dollars as w sely
as possi bl e, which nmeans not spending themtwo, three,
or four tines on the sane research

(Changi ng of slides)

MR, BOND: Last slide, next steps. W do want
to incorporate all of this feedback into our report,
whi ch we want to have done by fall, or even sunmer, of
this year. The taxonony, | have told you about.

Then we want this to result ultimately in
gui dance goi ng out as Federal agencies prepare their
budgets, to know that the view of OVB, the Director of
t he Budget and the President's Advisor on Science, that
these are the priorities that we are |ooking for and
that they're going to be coordinated, information is
going to be shared, and we will then conpare notes on
an inter-agency basis so that we can assist all the
agenci es in spending those dollars as w sely as
possible in ways that help the private sector as much

as possible so that we can lead the world in this

MOFFI TT REPORTI NG ASSOC! ATES
(301) 390-5150




© o0 N oo o b~ w N P

N N NN NN R R R R R R R R R e
g A W N P O © O ~N o o » W N PP O

38
t echnol ogi cal capability.

M. Chairman, thank you

CHAI RVAN WAl NWRI GHT: M. Secretary, thank you
very much. Qutstanding report.

One of the questions | would have, and | want
the council to also ask sonme questions, but I'll |ead
of f here, what is the tie between our manufacturing
czar in our office there with you and what you' ve done
to make sure that we're connected with you?

MR BOND: Well, | made a real oversight in
not reciting that at our public forum Secretary Frink
was not only one of the keynoters, but stayed for, |
think, the entire day's presentation and di scussion.

I"d like to say that our efforts are joined at
the hip. | think we are working incredibly closely,
both on a personal |evel, but also through our staffs,
t hrough sharing the information coming out of the |ast
at NIST with both Al's operation, as well as us on the
technol ogy side. W have a representative of Al's
of fice on our inter-agency working group. So, we are
conpl etely joi ned.

CHAI RVAN WAl NWRI GHT: Okay. And is that tied
in with Jack's operation also then, so we've got the
data we need on this sort of thing, too? Because this

is really inportant.
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MR, BOND: Absol utely.

CHAI RVAN VAl NVRI GHT: | know, wi thin our own
Conmrer ce Departnent there, we've got to nake sure we're
tal king there, too.

MR, BOND: Right.

MR FRINK: | think we're going to becone nore
integrated as we nove forward. | hadn't asked Phil,
but | think at sonme of the future inter-agency
nmeetings, |I'd like to be able to attend --

MR. BOND: An open invitation to you

MR FRINK: -- to be able to see the workings
of howit's working, so | can nmake sure we are doing
just exactly what you said.

CHAI RVAN WAl NWRI GHT:  Any ot her questions from
anybody el se on the council ?

(No response)

CHAI RVAN WAl NWRI GHT: M. Secretary, thank you
very much. It was fantastic. O course, the only way
we can conpete in this global market is through
technol ogy advancenent. It's very inportant that we
have that on our agenda. So, thank you very nuch.

MR, BOND: Thank you

CHAI RVAN VWAl NVRI GHT:  As | nentioned earlier,
the nmeeting of the council involved di scussions on

education and retrai ning and i nnovation. Such topics,
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we' ve del egated to our council, of course, through
subcomi tt ees.

Now | would |ike to hear fromFred Keller, who
is the Chairman of the Subcommittee on U. S. Wrkforce.
Wuld you give a little briefing on your report, Fred,

pl ease? Thank you.
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SUBCOWM TTEE REPORTS

SUBCOWM TTEE ON THE U. S. WORKFORCE

By M. Fred Keller

MR, KELLER: Thank you, M. Chairman and M.
Secretary. Congressnman Manzul | o, thank you very nuch,
on behal f of the other council nenbers.

| amgoing to try to be brief, but we have
cone across, | think, a very interesting area for us to
actually sink our teeth into as council nenbers and
would Iike to just cover a few points that we have
found as a result of your good work in having Assistant
Secretary Enmily Derocco visit with us last time when we
were in Dearborn.

So as a result of Assistant Secretary Derocco
being with us at the |ast neeting, conversations with
her and her staff have led us to feeling that we have a
very active, and potentially exciting, relationship
wi th Departnent of Labor in helping themin their
mssion to, in their words, create a demand-driven
wor kf orce systemthat is to ensure, in their words, no
worker is left behind.

It is inportant for us to recognize that this
is an opportunity for us. They' ve got $15 billion. W
are not asking for nore noney in this case,

Representative Manzullo. W are nerely asking it to be
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redirected.

It is inmportant for manufacturers to organize
with training providers to propose |local solutions to
t hose ki nds of needs that we have that are unique to
t he manufacturing sector.

There is a high-growh job training initiative
t hat has been under way. They've done sone initial
granting on that, and the Departnment of Labor is
considering future rounds and inviting us to
participate in structuring that.

The conmunity-based job training initiative,
which is 225 million dollar grants going out this year,
focusing on the work that conmunity coll eges can do to
whi ch many manufacturers are already connected, to be
able to see if we can't figure out a nore effective way
to have training happen for manufacturing. Assistant
Secretary Derocco was asking us to participate in
hel ping to design an even nore effective grant-making
process for manufacturing.

There is an annual Workforce Innovations
Conference being held in Philadel phia in July, just
right around the corner. This will be featuring our
own Assistant Secretary Frink.

Hopefully, A, | think you're being invited.

Governor Engler is going to be speaking, the president
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of the National Association of Mnufacturers, and |
know t hat Secretary Cuttierrez is also invited to be a
part of this.

Congress is working right now on reauthori zi ng
the Workforce Investnment Act. W certainly are
interested in seeing that that continue to pass. |
guess this has been going on continuing resol utions now
for about three years, and hopefully this year it wll
be reauthorized. W are anxious to be able to hear
anyt hi ng about that. So, we've got sone
reconmendat i ons.

One, is that we devel op a rather conprehensive
pl an, that you charge our comittee--and | would add
that our comrittee just got a little thinner as Scott
Fi sk, who has been doing great work with us, has
resi gned, so we woul d need an additional one or two
posts on our comrittee to help with that.

CHAI RVAN WAl NWRI GHT:  We're going to see what
we can do about that, Fred.

MR, KELLER: [I'Ill be looking for additiona
hel p.

But we woul d reconmend that this conmittee be
charged with coming up with a conprehensive plan for
ensuring that manufacturing sectors' retraining needs

be met by the Departnment of Labor and through the
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Wor kf orce | nvestment Act.

Secondly, we woul d suggest that we would be
able to work with sone appropriate designated staff at
DOC. W need sone staffing help fromthis to be able
to have a conprehensive plan work, so we'd ask for
t hat .

We woul d ask that we develop a report to the
manuf acturing sector so it isn't just sonething that we
design here on the Manufacturing Council, but we
actual ly dissem nate sone report at a broader segnent
that could be easily accessed.

Finally, developing a | onger range report on
the nost effective nethodology for retraining. MW
suspicion is that we are followi ng a nodel that may be
somewhat flawed, in the idea that we can sinply train
peopl e up and they're ready to be placed into business.
W need to be doing nore just-in-tine work that is nore
relative to what is happening on the job so that people
are being assigned to work and | earning on the job.

We all know the decay tine for retention is
very quick, and we've got to figure out systens that
are going to do that better. So that would be the
focus of sonme work that we m ght do together

Actually, we think we mght be able to have

some funding fromfoundations to be able to work with
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t he Departnment of Labor and having sonmething like this
drawn together. So, that woul d be the substance of
what we're recommending in the first part.

The second thing we'd recommend, is that we
woul d perhaps entertain--and we can tal k about it at
this table--the idea of having our next neeting, July
12t h, which the Departnent of Labor would be happy to
host at the Wrkforce | nnovati ons Conference, which
will be in Philadel phia, and that we could actually
have our next neeting there, and to really highlight
this issue of workforce retraining and be able to work
toget her with Departnent of Labor to do such. So, that
woul d be the substance of what we're recommending. |'d
like to have coments and di al ogue.

CHAI RVAN WAl NWRI GHT: Ckay. Anybody on the
council have any comments, any discussion on Fred's
report, and recomendations? Jinf®?

MR MGREGOR: Don, | would like to also |ike
to request that we try to at least participate. If we
can't have a nmeeting in Philadelphia with Emly's
group, that we try to, at |east sonme of us, participate
in that neeting to make sure that our nessage gets
across to her area that's going to be involved in this
conference. So, | would just ask that we do the best

we can to support that.
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MR FRINK: | would echo Jims recomendati on
We had tal ked about the next council meeting being in
Septenber at Caterpillar at their facility.

MR. KELLER Right.

MR FRINK: And whether or not the counci
wants to add another neeting before that so soon wll
be sonething the group will have to make a deci sion on
But | do believe, if not --

CHAI RVAN WAl NWRI GHT:  Why don't we tal k about
that at another point?

MR FRINK: That would be fine

CHAI RVAN WAl NWRI GHT:  Jim on your point, as
far as inplenentation, 1'd like to hear from our
Secretary of Manufacturing, as far as the subconmittee
is concerned, the work that they've done--the good work
t hey' ve done on this--how does this go into an action
pl an now? We've got recommendations. W've cone to
you, and now you'll go to the Secretary with this
i nformation, | suppose.

MR FRINK: Qur role, your role, is to provide
advice to the Secretary. | would put a strong, well-
wor ded white paper together on that, first to myself.
Part of ny efforts, with Emly Derocco, is to work on
est abl i shing an Education Counci l

The issues that are within Fred's
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reconmendations fromhis subcomrittee would be | ooked
at in that council to begin a plan of inplenentation.
The idea would be to create a nodel that we coul d use
to apply to the entire country, because the issues of
unenpl oynent are, with few exceptions, very consistent
t hr oughout the United States.

We need retraining, we need education, K-12,
awareness. W need to nmarket education opportunities
in the manufacturing sector. So, it's a conprehensive
effort that we're going to fornmulate in a comittee
effort, and so |I'd probably defer to be able to give
you the exact road nap, but give you progress reports
on that as it comes together

CHAI RVAN VAINWRI GHT:  And | think that's
out standing. The thing that Secretary Bond nentioned,
t he technol ogy you brought up, just reinforces the
educational standpoint from manufacturers around the
country.

And as we represent our constituencies on this
council, we want to make sure that our Manufacturing
Secretary understands how i nportant this is, and al so
for you to take to the Secretary of Commerce sone of
these ideas so that we can make sure that we're not
just telling you about what we have, but we want to

make sure sonme of these things are going to start to
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bear fruit.

MR FRINK: It's at the top of ny priority
list, personally in ny job and as a part of the
oversi ght of the council, speaking to the jobs that are
lost. That is a big concern, for sure. W cannot be
anyt hi ng but passionately concerned about that. CQur
efforts to do a job of educating and reeducating is
going to be very helpful to the job market at the
manuf acturing level in reversing those nunbers.

CHAI RMAN WAl NWRI GHT:  Thank you, sir.

M. Secretary?

MR BOND: Yes. | just wanted to offer one
note of information for the council and create sone
nore work for Al Frink.

MR, FRINK: Thank you

MR BOND: The Federal Governnent is so vast.
There is another inter-agency working group | ooking at
advanced technol ogi es for education and training, built
in large part on a project started a couple of years
ago with Commerce and education for the kind of genera
educational needs, especially |ooking at K-12, and
| ooking at where, if technology is really applied to
t he individual |earning systenms of people, and so
forth, what could it do?

In the course of setting up a simlar inter-
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agency effort there to find out what was going on,
well, DoDis a world |eader in online training and
just-in-tine delivery of training to re-skill and
refresh skills.

So, A, that's another inter-agency group we
need to get you plugged into as we try to break down
those silos and take advantage of the research that the
nmlitary has already done

MR. FRINK: At DoD.

MR BOND: At DoD, to deliver information in
i ndividualized learning styles. Two people may go to
get the same training course and have it presented, if
I'"'man oral |learner or visual |earner, have it
presented the way they best would do that on a just-in-
time basis, as mentioned. So, one nore inter-agency
effort that | think will tie in nicely with Al's work.

MR FRINK: Well, you know, the inter-agency
group that we're going to be establishing specifically
for manufacturing under the Secretary will have
Depart ment of Defense, and ot her agencies, included,
Educati on, Labor, all of them That agency is going to
be tasked with noving forward the recommendati ons in
the manufacturing report, so we'll bring the collective
efforts of all that input.

I think one of the things, speaking to
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Congressman Manzul | o' s concern about costs--which are
justified; we don't have noney--one of the first things
we'll be doing, is to | ook at what other efforts are in
place with regard to education so that we're not
replicating and duplicating, but we can find a course
that's clean and focused that needs sone manufacturing,
because that's what we're tasked with.

CHAI RVAN WAI NVWRI GHT:  Ckay.

Congr essman?

CONGRESSMAN MANZULLGO:  If | could just nmake a
poi nt .

Fred, you're right on. Sonetinmes | think that
the workforce, training, and all the different prograns
we have becone enpl oynent prograns for retrainers.
Peopl e are being trained in a vacuum W have a fell ow
back honme that wants to add a second shift. He can't
find EDM operators, can't find CNC operators.

The bi ggest problem-and you can talk to Chris
Kane from | BM -they have their own in-house consulting
firm Price Waterhouse Cooper, and |IBMtasked their own
consulting firmto identify the jobs that |1 BM woul d
have two years from now so they could work with the
conmunity colleges in order to train the people.

The nost they could cone up with was one year

because technol ogy i s changing so quickly. Know edge
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at one tinme was discovered, today it's invented.
That's how fast this pace is. You' ve got to junp 10
years ahead, and then nove backwards and fill in.
That's the chall enge out there. But what | would
suggest, Fred, is people back honme, Don Buzicross can't
find his EDM operators.

He should be able to pick up the phone, cal
one of those half dozen groups and say, would you train
for me a person for this position, and work with thenf?
It has to be specialized. You just can't train people
in large pools and expect to tap those pool s because
t echnol ogy has noved so fast on them

MR KELLER | think that's the idea,
conceptual ly, that everyone could agree with. It's the
i npl enentation of it.

CONGRESSMAN MANZULLGO:  But where you have to
start, is fromthe industry perspective. You have to
bring in Caterpillar, or the guys that are here, and
say, let's go to the line, and then work backwards.
Because now we're working academcally and
governmently, and then we're trying to go to the line
and it's not working then.

MR, KELLER: Right. They can't get there fast
enough.

MR, McGREGOR: Qur issue, a big issue with us,
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is just what you're talking about, M. Chairman. One
of our issues that we look at very seriously relating
to this, is sone of these people we want to train are
al ready enployed. They're incunbent workers. W need
to get their training and their skill levels higher. |
think one of the things that Fred and our committee is
nmentioning here, is as we |ook at where these dollars
are going, we aren't asking for nore dollars, but we
want to know, are we utilizing these dollars the best
they can be utilized to be survivors of the future?

I think these processes -- you're absolutely
right. If we get a new process that cones in, in a
matter of nonths or a year's time, then the providers
want to take years to tell us howto trainto it. W
don't have years, you know.

MR. KELLER Right.

MR MGREGOR: So a |lot of us are going out
and devel opi ng our own programs for our own survival
But to be globally conpetitive, are we going to be able
to do that forever?

MR, KELLER: The comrent would be a follow up
just alittle bit. The DOL really wants to be able to
work with us now, and | don't want to let the perfect
get in the way of the good. | think we've got to junp

on this and take advantage of it if we can at this
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poi nt .

CHAI RMAN WAl NWRI GHT: Okay. Let's get sone
comments fromthe public now 1'd like to open it up
to the public. Are there any coments from our guests
her e?

MR FRINK: John, | would like to also, if |
could, just interject a second and would like to
recogni ze, and have the council recognize, that
Congressman Robi n Hayes has joined us. W thank you
very much for being here with us.

CHAI RMAN WAl NWRI GHT:  Thank you, sir.

Now, let me open it up to the public. Do we
have any comrents from any of the public on radio or
here in the audience on this particular subject?

Congr essman?

CONGRESSMAN HAYES: Thank you, John. Thank
all of you all for being here. Being part of the
public, too, | want to welconme you into our crazy city
of Washington, and rem nd you as you | ook at the vital
necessity of maintaining a strong industrial
manuf acturing base in this country.

We are just about to mark up the defense bill
whi ch sone people refer to Buy Anerica. Keep it on
that, because it says the nmilitary will buy American-

made goods and services. |If we don't support our own
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fol ks, then our ability to have the goods and services
we need in times such as this is badly conprom sed.

You can hel p us.

I want to renmind you that all of our wonderfu
soldiers, sailors, airmen, and nmari nes wear underwear
and socks, use towels and tee shirts. So, it's vitally
i nportant. Thank you.

CHAI RMAN WAl NWRI GHT:  Thank you, sir.

Appreci ate your conments.

Any ot her conments from anybody in the public?

(No response)

CHAI RVAN WAI NWRI GHT:  Ckay. If not, it seens
the council seenms to be in agreenment on this, that this
is very inportant and we ought to nove ahead with this
letter. Do | have agreenent that, if there are any
obj ections, that we propose to send a letter to
Secretary Quttierrez through our Secretary and nake
sure that this is on the agenda? |s there agreenent on
that? Okay.

At this time, 1'd like to call on M ke Nowak
to give his report on the Subcommittee on U S
Conpetitiveness. This is very inportant for us to stay
alive in the global narket.

M ke, can we hear from you?
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SUBCOWM TTEE REPORTS

SUBCOWVM TTEE ON U. S. COVPETI Tl VENESS

By M. M chael Nowak

MR. NOMWAK:  Thank you, M. Chairman.

As you said, the Subconmittee on U S.
Conpetitiveness felt that research and devel opnent is
key for us to lead into the 21st century. You have the
report there--which | will try to answer any concerns
about--that tal ks about the innovation, technol ogy, and
process advancenent that we need to make in order for
us to stay conpetitive as we nove into the 21st
century.

Just as a little bit of background. First, we
have seen manufacturing enpl oynent decline. W're out
there trying to conpete with people who are paying
wages that are 5 to 10 percent bel ow us. W believe
one of the keys to offsetting that is R&D, and how do
we devel op process that are | ean and able to enpl oy
peopl e here at the kind of salaries they need to make a
living wage?

In that framework, we have al so seen R&D
spending, while it's maintained its overall percent of
GDP, it's really switched from bei ng nore governnent
supported to being nore industry support ed.

We have al so seen a pretty big shift in where
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R&D dol l ars are spent. Today, about 81 percent of R&D
spending in the U S. is on defense and on nedi ca
sciences. That is a huge nunber, when you conpare it
to other places like Japan, France, Germany, and the
U K., who spend nuch | ess noney on those areas and nuch
nore on basic research and on supporting the
manuf act uri ng envi ronnent.

I"'mnot sure we're asking for nore noney. |
think what we're asking for is a reallocation. Now,
some of that defense spending does result in products
that go to manufacturers eventually, but again, | think
we' ve seen a decline in how much we support basic R&D

W' ve also seen a decline in the interest in
sci ence and engi neering fields, as the Congressman
pointed out. Some of that could come from overseas,
participation, but | think it's a chicken-and-the-egg
situati on.

W' ve seen that decline happen, | think, over
many years. The |last data we had was back in 2000,
whi ch showed that we al ready had | ess engi neering and
sci ence degrees issued versus many of our conpeting
countries out there as a percent of total degrees.

There just doesn't seemto be the interest
these days in going into science and engi neering that

we had in the days when you had the space race and
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everything else, and it was the thing to do. Al ong
with the initiative on training, we need to really get
our younger generation interested in those steps.

So, we've made a nunber of recommendations of
what we believe would inprove the R&D environnent.
Again, | don't think nost of theminclude any
increnental dollars. It may nean sw tching things
around. O, as | guess when | read the papers about
Washi ngton and the accounting, many tinmes it goes over
five years. So, maybe it's an investnent now that gets
paid back in the next two or three.

But, first, I think we need to recognize that
smal | business in this country enploys a | ot of people,
nunber one. Nunber two, a | ot of innovation cones from
smal | busi ness because, really, if they don't devel op
t hat new product, they don't have a busi ness.

Yet, | think there are some things that we do
that discourage them Certainly the Manufacturing
Extension Partnership is a benefit in small business,
but there are a nunber of tax policies that could
encour age nore business investnent and expansi on and
use of R&D.

Two of those would be the accel erated
depreciation that went away this year. It certainly

accel erate the anmount snall businesses coul d spend over
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the five- or seven-year timeframe. There's really no
| oss in taxes.

The R&D credits. Being a small business
nyself, | can tell you, we've never taken an R&D credit
because |'ve been told ny investors | ose noney when |
do it. That seens |like a heck of a tax incentive to do
R&D when | have to pay nore because | don't want to
t ake advantage of it.

The second point, is to permanently extend the
current R&D tax credits, which | believe ended the end
of this year. That would help all manufacturers. And
to make themrealistic, that everyone coul d take
advant age of them would help all manufacturers pronote
R&D within their organizations.

Third, the patent reforminitiatives. These
days, we see many nore applications than we're getting
t hrough the patent office. Patent experience can take
three years, if you're pretty lucky, to being five,
si X, seven years sonetimes to get a patent issued
It's very costly and, like | say, the wait is very
long. Support in that regard would help us to
encour age people to nmake R&D investnents so that they'd
be protected.

Going along with the prior report,

prioritizing funding to upgrade skills of our workers,
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particularly at the university |level, where we can get
nore engi neers and science graduates, but also in the
el emrentary and manufacturing apprenticeship prograns,
which | think they tal ked about adequately.

Lastly, pronote innovation in health care.
One of the ways--and we've started to see a | ot of
this, at least in nmy part of the country--is how do we
apply technology nore to the health care industry to
try to reduce costs and bring them under control ?
Health care continues to be a major, ngjor cost for al
U.S. industry, and it's a cost that we really don't
have as we conpete agai nst many of our foreign
conpetition

Those are short-termrecommendations. 1In the
long term we'd like to see Congress and the President
chanpi on a vision that supports U S. R& initiatives,
and that research for manufacturing returns to a | evel
that is consistent with the GDP

Now, that doesn't nean necessarily spending
nore noney, but either through inter-agency working
groups or through just shifting sone of the investnent,
that we invest in our future as a manufacturing
conpany.

That's really brought us wealth over the

history of this nation, and | think we need to get back
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there if we're going to continue to expand and have a
good, vibrant econony.

CHAI RVAN WAl NWRI GHT: M ke, thank you very
much. Yes, | agree with you. You guys did a great job
on this report. Counter to sone of the things we hear
our percentage of the CGDP for R&D is tremendously | ow.

So, we're living off the investnents we nade
40 years ago. That's where we are now. W've got to
get ready for the next 40 years and get this thing
turned around so that we're in the world econony. As
far as R&D i s concerned, that's a tough fight.

Are there any conments from anybody on the
counci | ?

MR. TAMBAKERAS: If | nmay.

CHAI RVAN WAI NVRI GHT:  Mar kos?

MR TAMBAKERAS: | think there is a sense of
urgency with this that may not be entirely appreciated.
These battles are fought on a daily basis. |If you |ose
an advantage, it takes you a long tine to get it back,
if you ever do.

It is perhaps -- global, but not too far from
the truth that today certain schools of engineering,

t he graduate schools, 40 percent of the graduates are
foreign students who are com ng here, and particularly

inthe areas |like IT, for exanple, and certain other
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di sci pli nes.

We are trying to hire a lot of these students,
because if you need a short-termfix, then you're going
to find an engineer and a qualified graduate, and then
we try to see how we can | everage that capability
because there's a shortage of engi neering.

In many ways, the culture has | ost val uing
engineering. So in addition to credits and ot her
things, we need to work in any way we can to raise
again the value at the famly level, that being an
engi neer is, again, honorable. 1In a lot of these
countries we are conpeting against, engineering is very
highly valued and it's a cultural aspect.

But certainly as a short-termfix, we are
hiring, when we can, wherever we can, and nany of them
are foreign students who graduate fromny universities
because we can still provide a very good education here
in engineering. W're still providing, in many ways,
the best, in many disciplines.

CHAI RMAN WAI NWRI GHT:  You're exactly right,
Markos. That's a great point. China is graduating
five times the engineers we are.

MR. TAMBAKERAS: Right.

CHAI RVAN WAl NVRI GHT:  And that's the future

for manufacturing, there's no doubt about it. | know
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our National Association of Manufacturers, with our
DreamlIt, Do It, we're trying to encourage people to go
into the sciences and trying to change that trend,
because 40 years fromnow we're not going to be where
we are if we don't get this changed.

We've got a Sputnik out there, and it's a
different type of an aninmal right now than what we
faced with Russia when we finally went after Sputnik at
that time and turned this country around at that tinme
for RGRD. We need the sane sort of thing right now W
need that push. It is urgent, it needs to be done, and
it is a problem

Congr essman?

CONGRESSVMAN MANZULLO:  R&D can take ot her
subtle forns. The FAA is proposing a $7 mllion cut-
back in the area of licensing aircraft. Now, this is
insanity going to stupidity, because that's at the end
of the R& cycle. Wen the airline guys have been
coning into the office saying, here, we're done with a
product, now FAA says, now you've got to wait. That's
not where you cut back

Al so, that Piscantany up there? That's on the
BRAC list. | don't know if you're aware of that. But
it just goes to show, there is no manufacturing

mentality in this country. Sixty years ago, sonebody
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sai d, "everybody has to go to college." It was no
| onger gl anorous, nothing exciting about working in a
factory. Now we are suffering, big-tine.

CHAI RMAN WAI NWRI GHT:  That's why we're
changing that nentality, and that's what we're working
for. Wat's why we have this council, and that's why
we have people like Secretary Bond to push the fact
that we're not only | ooking at changing the policy,
we' re | ooking at changing the systens, too. That was
very inportant that we tal k about, so we have sone
reaction time here that's been reduced to try to make
some of these things change

Are there any conments fromthe public now on
this? Yes, sir.

MR, BARGO Frank Bargo with the Nationa
Associ ation of Manufacturers. | would like to
underscore the urgency. | don't hear enough urgency
around the table for this issue.

Now, as we speak, some Federal national |abs
are |aying off engineers now, or they're just about to.
That's just not acceptable. W have a problem |
agree, with engineering. But over half of our
engi neering students cone from overseas right now
because of our visa prograns.

There is a perception that we're a nore
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hostile country now to foreigners visiting us, and that
enrol | ment has gone down. W need to get it up. It's
somet hing we can do quickly, and we should staple a
green card to every diplom, and do everything we can
to keep them here while we build up enroll nment.

Al so, engineering is still a hostile area to
worren. We're losing half of our prospective engi neers
in the future because this is not a friendly enough
career to wonen, and we need to do sonethi ng about
t hat .

Al so, | would conmend to you to | ook at what
ot her governnents or other countries are doing. |
think it would be very good, M. Secretary, if the
Conmer ce Departnent staff could do a quick anal ysis of
what Canada is doing with its 20/20 program what the
French are doing with their new industrial policy, and
the Germans, the European Union, the Japanese, the
Australians, et cetera. You read that, and you see we
are really falling behind. So, really, | comend your
work, but | think there needs to be a greater sense of
ur gency.

CHAI RMAN WAl NWRI GHT:  Frank, thank you very
much. Frank Bargo, fromthe National Association of
Manuf acturers, is one of the senior vice presidents for

Trade and Policy. Frank, we appreciate your comments

MOFFI TT REPORTI NG ASSOC! ATES
(301) 390-5150




© o0 N oo o b~ w N P

N N NN NN R R R R R R R R R e
g A W N P O © O ~N o o » W N PP O

65
t here.

Anybody el se? Over here.

MR RIFER I'mMtt Rifer. 1'mthe
| egi slative director for Congressman Aylers from
M chigan. Let ne first say that nmy boss is a person
who understands that urgency. He has that sense. W
al so wel cone M. Keller to Washington. He's one of our
constituents. It's good to see you, sir.

We really appreciate the work of the Wrkforce
Subcommittee. The statistics that we've got in here
are really going to be helpful for us. W'l
i ncorporate those into talking points that we have got
as we talk to other nenbers and other staff people
about the Key program particularly, and the funding
for that, as well as basically R&D, basic science
research funding.

So, you're preaching to the choir when you're
talking to M. Aylers, and he's going to continue to
push with his colleagues to get the point in there.

CHAI RVAN WAl NWRI GHT: Wl |, thank you very
much. It's good to have an ally for manufacturing, for
sure.

M ke?

MR, NOMK: Maybe | glossed over it, but

certainly, if there's an inter-agency group working
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with the Departnment of Education, | would certainly
think we ought to be trying to | ook at what we can do
at the high school/niddle school |evels, because there
aren't a lot of kids in school these days, in ny
perception, that get fed that engineering's a great
pl ace to go

I nean, their role nodels are not engineers,
unless it's your nomor dad, or have an uncle. | just
don't think we have that. W don't have the Sputnik
progranms where peopl e are |ooking out there and sayi ng,
boy, | want to work on that.

CHAI RVAN WAl NW\RI GHT:  And it's up to us to do
that. | know National Association of Mnufacturers has
a DreamlIt, Do It programnow that's going to be going
nati onwide to try to change that inagine, and we need
to coordinate that with out inter-agencies.

M. Secretary?

MR FRINK: Yes. A couple things. One, ny
new friend, Chief Counsel Bradley Knox, has advised ne
that the report that Frank Bargo was nentioning, the
conpari son of what other countries are doing, is
avai | abl e, Don, and he's going to nmake that avail able
to me. So, you and | ought to get together on that,
and I'd like to talk to you further about it.

CHAI RVAN WAl NWRI GHT:  That's great.
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MR, FRINK: To the point of education and what
M ke was just nmentioning, | went back to ny al ma mater
area of Southern California and did two tal ks, and one
was before quite a few students, probably about 800
Interestingly, as |'ve been doing these talks, the
qguestion |'mgetting nost often fromstudents is, how
do you start a business? |'ve had recent reports that
there are nore young people | ooking at starting
busi nesses than wanting to be doctors.

I don't know that there's any scholastic
endeavor to respond to that, but nmy old school does not
have any of the prograns that | took. | was going to
be a tool and dye nmaker. | studied to be a nmechanica
engi neer. They're all gone.

The good news is, | went to Santa Anna,
California to speak before the Chanber of Commrerce, and
t hey have a new high school starting there that is
going to be totally dedicated to vocational studies and
addressing the areas specifically with nothing el se.
Those woul d be the kind of nodels that we're going to
| ook at to help see how we can propagate that around
the country through the nmeans that |'ve discussed. So,
a lot of work to be done, and it's on our radar.

CHAI RVAN VAl NVRI GHT: | woul d al so recomend

that you look at St. Louis Ryken Technol ogy, which is
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funded fully by private donations and does al
techni cal hands-on training. |It's an outstanding
operation, also

MR, FRINK: Thank you

CHAI RVAN WAI NWRI GHT:  Frank?

MR BARGO |I'msorry. Just one nore thing.
Congressman Frank Wl f -- Congress and others, tonorrow
is having a press conference at 9:30 to announce a
conference on manufacturing and i nnovati on on these

things, and | certainly hope that we can count on your

support.
CHAI RVAN WAl NWRI GHT:  Thank you, Frank. Yes.
Any other conments fromthe public? Steve?
MR LEWS: |I'm Steve Lewis from Ford Mt or
Conpany. |'mhere just to highlight on R&D, not only

educational things, which are very inportant, but the
process -- which is equally inportant. | remind people
that Ford Motor Conpany started back in 1903 doi ng
process. It was process innovation that led to a
revolution in terms of overall business.

So, strategically, |I think it's very inportant
that we consider process part of R&D innovation. Many
times it gets discarded, but many of the | eaders that
are sitting around the table realize that process is

very inportant in their day-to-day life. To that end,

MOFFI TT REPORTI NG ASSOC! ATES
(301) 390-5150




© o0 N oo o b~ w N P

N N NN NN R R R R R R R R R e
g A W N P O © O ~N o o » W N PP O

69

where we can apply process innovation to areas of

health care or other activities that will help reduce
costs, that's a good thing that will allow people to
t ake advantage of that at a lower cost. So, | don't

want to discard process innovation.

CHAI RMAN WAl NWRI GHT: St eve, thank you
That's a good point. O course, our own NI ST, through
t he Bal dage Program is strictly process-oriented.
Secretary Bond, you m ght comrent on that.

MR. BOND: Yes. The quality novenent
continues. W're trying to expand its reach to other
sectors and continue to drive that program It has
real benefits. W also have a nunber of these other
t hi ngs that have been nentioned, kind of on the radar
screen, whether it is the President's National Medal of
Technol ogy, which | think is one way we could hold up
rol e nmodel s.

We don't do a good enough job of that. W
have outreach efforts going on to wonen and kids, the
Get Tech partnership with NAMthat we've had through
Commerce for a while. The health care initiative that
the President's nmentioned, one of the really key
processes to bring IT to a | ate-adopting industry, save
you all noney, provide better care. So, a nunber of

t hese things.
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There was nention of high school. New
Secretary Spellings. That is her main focus, is to
take No Child Left Behind and really apply it at the
hi gh school level as well. So, a lot of work can be
done. | think the take-away for me, is the things
you're identifying are the things we have on our radar
screens. W just need to work nmore closely together.

CHAI RMAN WAl NWRI GHT:  Thank you very nuch, M.
Secretary.

Any ot her conments? John?

MR FRINK: At this point, I'd like to have
the council recogni ze anot her Congressman, Congressman
M ke Turner, who is here with us. W'd like to thank
himfor joining us.

CHAI RMAN WAl NWRI GHT:  Thank you very nuch, M.
Congr essman.

If there are no nore comments, | would like to
see, is there consensus on the board that we woul d have
aletter go forward to Secretary Quttierrez through our
Secretary, and nake sure this is one of the priorities
fromthe council ?

(A chorus of ayes)

CHAI RMAN WAl NWRI GHT: Ckay. That is so done
Thank you.

At this tine, | would |i ke Mrkos Tanbakeras,
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chai rman of the Subcommittee on Advocacy and
International Trade, our market access, to give his
conmittee report.

Mar kos?
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SUBCOWM TTEE REPORTS

SUBCOVM TTEE ON ADVOCACY AND | NTERNATI ONAL TRADE

By M. Markos Tanbakeras

MR, TAMBAKERAS:. Yes. Thank you, M.
Chai r man.

At the request of the council, this
subcommi ttee has prepared a letter to Secretary
Guttierrez on the subject of CAFTA-DR, and |'mgoing to
read that as a specific recommendati on on the part of
t he subcomi ttee.

The letter reads as follows: "The United
States and six countries--Costa R ca, El Sal vador
Guat emal a, Honduras, N caragua, and the Doni nican
Republ i c--have signed the U S.-Central America-
Dom ni can Republic Free Trade Agreement, CAFTA-DR

Thi s proposed free trade agreenent pronotes
trade liberalization between the United States and
these six countries, and will imediately open the
Central Anerican market to nost Anerican exporters.

Per haps of even of nore inportance, it sets
the stage for greater commercially nmeani ngful trade
agreements. The CAFTA-DR agreenent requires an up-or-
down vote of approval in both Houses, and action on
this agreenment is expected within the next few nonths.

Therefore, operating in our role as an
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advi sory body to the Secretary of Commrerce, and on
behal f of the manufacturing sector of the U S. econony,
the President's Manufacturing Council recommends that
the Secretary of Comerce enthusiastically support the
ratification of CAFTA-DR. CAFTA-DR will hel p enable
maj or benefits for the United States, especially for
U. S. manufacturing exports.

In 2004, U S. exports to the six countries
covered by CAFTA-DR total ed al nost $16 billion:
Doni ni can Republic, $4.3 billion; Costa Rica, $3.3
billion; Honduras, $3.1 billion; Guatemala, $2.5
billion; El Salvador, $1.9 billion; and N caragua, $600
mllion. Mbreover, of the $15.7 billion, $11.8
billion, or 75 percent, was manufactured exports,
including $4 billion in nachinery and transportation
equi pment al one.

U S. manufacturers would benefit not only from
duty-free access to these substantial markets, but
woul d have preferential access conpared to European and
Asi an conpetitors who still have to pay relatively high
tariffs.

Passage of CAFTA-DR woul d i mredi atel y
elimnate tariffs on over 80 percent of U. S.
manuf acturer exports to the six Central American and

Cari bbean countries, with the remaining tariffs to be
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elimnated within 10 years. Key U S. exports will
i medi ately receive duty-free treatnent.

Just to kind of digress for a nmonment, |
recei ved some estimates from NAM and MAPI, and they
estimate that CAFTA-DR will provide U S. manufacturers
approximately $1 billion of additional manufactured
goods' exports, creating some 12,000 related job
opportunities for American workers.

Wthout the agreenent, the U S. stands to use
up to $4 billion in existing exports to CAFTA
countries, and could affect up to 48,000 jobs in the
US. Failure to approve CAFTA-DR woul d effectively
shift business from Central Anerica to Asia, and these
countries would | ose their apparel industry to Asia,
particularly, potentially China, and nore than half a
mllion people in that region could be out of work. In
short, we don't see a down side to this."

So, in closing, the letter to the Secretary

reads, "In addition to these tangible trade benefits,
direct foreign investment will grow as investors gain
confidence that their econonmies will be increasingly

rul es-based, transparent, and stable.
Finally, CAFTA-DR has the potential to pronote
denocracy and stability in the entire heni sphere by

hel ping build the | ong-term econonic stability of this
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regi on. Thank you for your consideration of this
reconmendati on. "

I also want to thank and acknow edge ny two
partners on the subconmittee, Jim Onens, who is the
chairman and CEO of Caterpillar, Inc., and Harding
Stowe, who is the president and owner of Stowe MIIs,

I nc.

Thank you for your consideration.

CHAI RVAN WAl NWRI GHT:  Mar kos, thank you very
much. Market access is extrenely inportant, especially
in the manufacturing arena. You did an outstanding
job, your committee, on this report. W really
appreciate it.

I"d like to open it up nowto the council to
see if there are any questions or any coments.

Har di ng?

MR STONE: Don, I'd like to follow up with
it. A significant portion of this business is related
to textiles and apparel. | can tell you today, the
American textile industry, which still exists with a
great nunber of conpanies, that Central Anerica is in
many cases the |argest area of custoners that we have

Some of my conpetitors who have reviewed it in
depth say that up to 88 to 90 percent of the value of

their products end up in Central Anmerica, and we need
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an apparel - produci ng base near the United States that
can conpete wi th China.

China is trying to doninate this part of the
busi ness, but for strategic reasons, Central Anerica
has great opportunity for us. |It's close by, it has a
very solid workforce, and as | said, it's a great
customer base for our industry.

CHAI RMAN WAI NWRI GHT:  Any ot her commrent s?

Kar en?

M5. WRIGHT: The other thing we tal ked about
earlier, too, is that it does support fledgling
denocratic countries. Certainly, given that it is in
our backyard, it's to our advantage anyway to try and
help themto increase their opportunities.

CHAI RVAN WAl NWRI GHT:  Any ot her coments from
anyone el se on the council?

(No response)

CHAI RMAN WAl NWRI GHT:  Definitely, free narket
access, especially with the Arericas, is extrenely
i nportant. W' ve already seen sonme change over the
| ast, say, five years since we've had NAFTA. W need
CAFTA-DR. So, | think you gave a great report.

I would Iike to now open it up to the public.
Do we have any comments on this from anybody in the

public? W'd like to hear fromany of our guests or
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anybody in the public on this particul ar area.

(No response)

CHAI RVAN WAl NVWRI GHT:  No comment s.

W seemto have agreenent on the council that
this letter would go forward to Secretary Guttierrez as
a recomendati on from our council, representing our
constituency. |s everybody in favor of that?

(A chorus of ayes)

CHAI RMAN WAl NWRI GHT: (Okay. So nmoved. So,

we'll make sure that that goes forward.
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GENERAL DI SCUSSI ON

CHAI RVAN WAl NVRI GHT

Now I'd like to kind of open this up as a
general discussion of some other areas, other than our
subcomi tt ees.

VWhat are sonme new areas that you mght feel
are inmportant? Does anybody on the council right now
have any other discussion to throw out on the table?

M. WRIGHT: If | may, I'd like to tal k about
a couple of things. I'mreally sorry that the
Congressman | eft, because he threw out a pretty pithy
thing at the beginning where he said, don't ask us for
any nore noney because there isn't any nore. |'d like
to say that | would Iike for himto take back to
Congress, don't ask us for any nore tax noney, because
the sane is true.

Right now, if you | ook at manufacturing, we
have fixed costs of about 22 percent inposed on us
because of all kinds of regulation that gets passed
time and agai n by Congress.

Some of the specific items that we have tal ked
about as a group, and also when |'ve talked to |ots of
manuf acturers across the country, kind of top on our
list would be Sarbanes-Oxl ey, specifically the 404

section of that rule.
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VWhat we have here, is a very expensive, non-
productive tax inposed on business. Just |ast year,
for exanple, there was sonewhere in the nei ghborhood of
over $5 billion in conpliance costs for Sarbanes-Oxl ey
just to get started. That's for the top Fortune 1,000
conpani es, not to nention all of the hundreds and
hundreds of snaller businesses that are public
conpani es.

So you have billions and billions of dollars
now bei ng spent to conply with a law that essentially
says that all businesses, public businesses, are guilty
and have to prove thensel ves innocent.

So we think this is something that really
needs to be addressed by Congress and find a better way
to conply with this | aw that doesn't inpose such a huge
cost on manuf act uri ng.

The second thing, is repealing the death tax
or estate that. That's the second thing on our I|ist.
This is another cost that everybody, public and private
conpani es, bear. Wen we're tal king about R&D, nost of
the i nnovation and the job creation cones fromprivate,
smal |l family businesses in this country. The estate
tax essentially nmeans that it's very difficult to pass
on a business to the people who are nost concerned

about it being the next generation.
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When you have to buy your conpany back from
the governnment, and at the rate of 55 percent, it makes
it very difficult to pass it on. So what happens is,
conpani es end up having to sell in order to pay the
estate tax. That's the bottomline

If you want R&D, if you want innovation, if
you want the people who are nost interested in passing
on a business or making it grow, that would be the
people that started it and who are working in it. So,
that right there, the bill to repeal the estate tax, is
currently with the Senate.

I would say that woul d be one of the nobst
easy-to-pass, nost innovative, progressive, positive
noves that the Senate could nmake this year, is to
repeal that estate tax and do away with a really bad
law that's been inposed on business for a long tine.

The other thing that is concerning to all of
us, is energy. Certainly the high cost of energy
i nposes a big burden on manufacturing. It needs to be
acknow edged that technol ogy has caught up with
consci ence. W know how to recover natural gas and oi
wi t hout despoiling the environnent.

There needs to be an acknow edgenent of that,
and make it possible for Anerican exploration and

production people in those businesses to start
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recovering the oil and gas that's available on this
continent. There is lots of it here, but regulation is
preventing us fromrecovering that energy. So, we need
that as soon as possible, too

Soci al Security and health care are both
really inportant issues to all of us. Again, those are
regul ations that inpose increased costs on all business
and have to be addressed.

Anot her thing that we tal ked about at sone
length, is the intellectual property concerns. If you
are a global conpany, certainly you' re going to be
doi ng business in China, in India, and other places
i ke that.

W woul d like protection so that the
i nnovation and the devel opnent that we do is not stolen
and then piggy-backed on in other countries, which is
exactly what is happening today.

So, those would be sone of the things that
thi nk that Congress could do for us. W don't want
noney, we just want deregul ation.

CHAI RVAN WAl NWRI GHT:  Ckay, Karen. So,

Sar banes- Oxl ey, tweaking that, the death tax, energy,
Social Security, and IPR are inportant points that we
need to look at in the future. | think that's a good

list.
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How about anybody el se on the council here?

Do we have any ot her coments on anything else? Fred?

MR, KELLER: M. Chairman, | would just bring
to the council's attention the situation that is
arising in the auto sector. The auto sector is under a
ot of stress after years of price deflation.

Too many suppliers in the supply chain are on
the brink of bankruptcy. That is bad news, in and of
itself. But there is an interesting dilemua here, in
that many of those that are not going into bankruptcy
are really hurt by those going into bankruptcy in two
ways.

One, is that as people -- you know, you used
to think of bankruptcy as the thing you didn't want to
do, and now it's becom ng a business nodel as people go
i nto bankruptcy and actually shed costs.

Those who are | ower down in the food chain may
not get paid as a result of the bankruptcy, and those
that are going into bankruptcy, in Chapter 11, may very
wel | have | ower costs as they shed sone of those costs,
and they become nore cost conpetitive, if you will,
than those who are not going into bankruptcy. So, it's
creating a very potentially dangerous situation in the
auto sector that | think we need to be aware of.

CHAI RVAN WAI NVWRI GHT:  Thanks, Fred. | think
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that is definitely something on our Iist.

Anybody el se?

MR, BOND: Just to followup on that, | did
want to draw to the attention of the group the work
that we are doing through the Departnment of Conmerce
and NIST with U S. CAR, an autonotive industry
consortium really, to ook at next generation
technol ogies on wireless factory floors, on integrating
the supply chain, on lift devices, and inportant
technol ogy for many manufacturers, and conputer
nodeling as well, to keep that innovation going in that
fundanmental industry. Thank you

CHAI RMAN WAl NWRI GHT:  Thank you, sir.

MR, NOWAK:  Anot her point on the bankruptcy,
isit's certainly true, if it starts in the auto
industry, it's going to go other places. You' ve seen
some in the airline industry already, people trying to
get nore conpetitive by doing it. [It's going to
spread. Hopefully we can head it off before it gets
t here.

CHAI RVAN WAI NVRI GHT:  Mar kos?

MR, TAMBAKERAS: | would just bring up a point
I made with Congressman Manzullo, and it's under the
headl i ne of raw materials and China's trade practices,

and the inpact on U S. manufacturing. W've had this
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with steel and many other netals. W now are seeing it
wi th tungsten.

As |'ve nentioned, the price has gone from $60
to $90 a ton to $300-plus a ton in a matter of a few
weeks. Eighty percent of the supply conmes from China
Wy is this inportant? Because every tine we nachi ne
anything in the manufacturing sector, we use tungsten
as the key material for the tools that are used in the
nmet al wor ki ng sector.

So, this is sinply under the overall headline
of raw materials and fair trade. This is yet one nore
i ssue we're facing as manufacturers, where the bul k of
the supply is influenced heavily by Asia, and in
particul ar, China.

CHAI RVAN VAl NVRI GHT:  Woul d it be fair to cal
that a conmodity dollar transfer? W've got a
situation here where the comodities are being used to
mani pul ate markets. That's the big thing that we're
really concerned about nore than anything el se.

MR, TAMBAKERAS: Yes. And it's inflationary
and it adds to the cost.

CHAI RVAN WAl NWRI GHT:  Exactly. Sure.

MR TAMBAKERAS: So it has inflation.

CHAI RVAN WAI NVRI GHT:  Because the narkets

aren't free. They're being controlled.
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MR, TAMBAKERAS: Plus, the material is not
available. Particularly hard hit will be small and
medi um manuf acturers who run snall operations whose
costs are going to go, again, very high, and
potentially, like we saw with tool and dye, we nay see
ot her sectors of the econony becom ng unconpetitive
because of their machining costs going up. So, it's in
the overall unbrella of raw materials, but exactly the
poi nt you nade.

MR MGREGOR O lack of the product.

CHAI RVAN WAl NWRI GHT:  Yes. Well, right.

MR, McGREGOR: There's a shortage,
potentially, created. WIlIl, that's an inposed
shortage, controlled markets.

MR TAMBAKERAS: Controlled markets. And in
the case of tungsten, we have within our control to do
somet hi ng about it because we do have stockpiles within
the DLA that can be used to relieve the pressure. But
tungsten is a synptom of a broader problem and | think
it's the broader problem

CHAI RVAN WAl NWRI GHT:  |1'd like to now open it
up to the general public.

Ji n®?

MR, McGREGOR: Just one quick coment to back

Karen up on this repeal of the estate tax. | cannot
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say how critical that is to a lot of the manufacturing
i ndustries, and other types of industries, in this
country.

For people that are second and third
generation in these famly-owned businesses that have
worked a lifetine, or whether it be a farner or a | and
devel oper, or whatever, this issue is critical to the
future of a lot of jobs in the United States of
Aneri ca.

MR, KELLER: It might be worth naking the
di stinction here, too, that we're tal king about an
estate tax that may be different fromwhat sone people
think of in the estate tax.

CHAI RMAN WAl NWRI GHT:  It's only if you die,

t hough. Right, Fred?

MR KELLER: It's only if you die. That's
true. But the concept of a small business having to be
sold is different fromtaxing assets that someone may
have in sone liquid form

Busi nessnen, as we all know, sitting around
the tabl e, have fixed assets that are not very I|iquid.
In a private conpany that has to literally be sold to
some third party in order to pay taxes, that kills the
busi ness. | don't think people understand that.

CHAI RMAN WAl NWRI GHT:  You don't get the
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hi ghest price when you have to sell?
MR. KELLER  Right.
M5. WRICHT: It kills the business.
Typically, they're in small towns. It gets sold to a
bi g conpany. Then they close it down and nove it to

Chi na.
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PUBLI C COMVENTS

CHAI RMAN WAI NWRI GHT: Let e open this up to
the public. Do we have any comrents from anybody in
the public on any of these issues, or any other issues?

Yes, Fred?

MR NICHOLS: Fred Nichols with the NAM
Later this week, the President's Tax Reform Commi ssi on
is going to be neeting. They're going to be Iooking at
specific proposals for overall tax reform As you'l
recall, in the manufacturing report there was one
recomendati on that was given to Treasury to | ook at
ways to reformthe Tax Code, to inprove innovation and
growm h in manufacturing. | just want to make sure this
council has | ooked at the opportunity to weigh in,
because that will probably close within the next 30
days.

CHAI RMAN WAl NWRI GHT:  Fred, thank you very

much.
M. Secretary, do we have that on our agenda?
MR FRINK: | was just going to comment on
Mar kos' report on tungsten. 1'd have to review the

letter that you sent, but if your letter could quantify
that the nmarket has been controlled, or if it hasn't,

if you could give us sonething to that effect, then we

MOFFI TT REPORTI NG ASSOC! ATES
(301) 390-5150




© o0 N oo o b~ w N P

N N NN NN R R R R R R R R R e
g A W N P O © O ~N o o » W N PP O

89
feed a lot of the information that USTR gets so they
can bring that to the table. It could be a WO
violation, not just for the current fix, but noving
forward. So, if you can nake that effort, that would
be sonething we coul d take forward.

CHAI RMAN WAl NWRI GHT:  Thank you.
Ceneral public, or any of our congressiona

guests al so, are there any comments from anybody? Yes,

sir.

VOCE -- take a look at the lists of --
production, pretty much China controls the -- so from
every type of -- you nane a netal, you nanme the type of
power production, whether it's natural gas -- long-term
contracts with -- countries that provide these, the
inmpact is -- so that's sonmething that's inportant to

keep in nind.

The other thing is, when it conmes to container
shi pnents, nost of that's run by Southeast Asian
countries. So if we did have a problem-- so that's
just sonething to keep in nind.

CHAI RMAN WAl NWRI GHT:  Thank you very nuch

Vell, if there are no nore comments, | would
like to sort of bring this to a close.

Karen, is there anything el se that you would

suggest ?
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M5. WRIGHT: Well, | just wanted to
acknow edge that Frank over here said sonmething really
great. | think this should be in the paper, to staple
a green card to every foreign-trained engi neer's
diploma. | think that's a great idea.

We shoul d acknow edge that they would like a
shot at the American dream That's why they come here.
If we could keep them here, that woul d be a huge
advantage to us. That would be a fairly sinple thing
to do, to say if you got a diploma in engineering, or a
science degree in the United States, that guarantees
you a shot at citizenship. That's a great idea.

CHAI RMAN WAl NWRI GHT:  That's great.

Frank, you seemto be getting in the news a
ot of times. Do you have that pair of pliers with
you?

MR, BARGO Not today.

CHAI RVAN WAl NWRI GHT: Okay. Well, that refers
to a pair of pliers. As he said, the raw material in a
pair of pliers made in China, we can't even start to
conpete with. W sell it for a dollar, they sell it
for forty cents. So, you're back in the news again,
Frank. Good i dea.

Jim do you have a coment ?

MR MGREGOR: M. Secretary, in Fred's
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conment about the President's tax proposal com ng up
and the 30-day wi ndow, can we be sure that we are
engaged in that issue and understand? | didn't know
that that opportunity was comng up. |If the windowis
going to be that short, we probably ought to understand
the issue a little bit better, and maybe get engaged.

CHAI RMAN WAl NWRI GHT: Go to namorg and you' |
find it. W'Ill make sure.

Well, that brings this neeting to a
concl usi on, unless we have any other conments from
anybody else. | want to thank everybody. | believe
this was our fourth get-together. It was outstanding.
We appreciate all the comrents, appreciate the guests,
appreci ate the council nenbers and your comrents. W
| ook forward to the next neeting.

Renenber, manufacturing has to be number one
inthe United States. Thank you very nuch.

(Wher eupon, at 12:02 p.m the neeting was

concl uded.)
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